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Business Organization and Operation 



with methods of collecting payments from delinquent 
customers. The Traffic Department expedites the 
routing and receiving of freight shipments. The 
financial records of the company are kept by the 
Accounting Department, while the hiring of smtable 
employees is the responsibility of the Personnel De- 
partment. , . t. 

Special Departments. Almost every busmess has 
other departments which are characteristic of its 
specialized activities. For example, a newspaper pub- 
lishing concern has a circulation department, a book 
publishing house has an editorial department, an 
advertising firm has an art department, and a build- 
ing concern has a drafting division. However,^ the 
departments that are to be described here constitute 
the basic framework of every business. Some of the 
more specialized departments, such as advertising, 
are treated in other articles in this business section. 

Relationship between Departments 

In order to make clear the organization of the 
business, it is important for the General Manager 
to have a chart showing the division into depart- 
ments. This chart will thus show to which person or 
group of persons each employee is responsible. For 
example, in the accompanying illustration, the win- 
dow-display man is shown to be under the direction 
of the Advertising Department, which in turn is 
responsible to the Sales Manager. The chart given 
below corresponds to a business of the type that we 
will discuss in detail in this section, and each of the 
departments listed will be discussed in turn. In the 
chart the Office Manager's department is shown first, 
with the various clerical activities responsible to his 
department. In our discussion, however, we have 
separated the Clerical Department and placed it at 
the end, since the other departments bring out the 
principles of organization more clearly. 



Operating through 
Departments 

THE GENEPvAL OFFICE 

The departments of a business are many and 
varied but every organization has a focal point of 
control. That central nerve is the office. The office 
handles all functions which are not directly related 
to buying and selling merchandise, collecting bills 
hiring people, or storing goods. The office serves the 
other departments so that they may carry on their 
work without concern about the details of the clerical 
routine. 

Of course, a small business is not faced with the 
organizational problems of a^ large staff. Voluminous 
correspondence may necessitate the creation of a 
stenographic section of the office to handle inquiries 
and answer mail. In turn, a large volume of mail 
may require the creation of a special mailing divi- 
sion and a filing section to take care of the corre- 
spondence. These various clerical activities are dis- 
cussed at the end of this section as a separate depart- 
ment. 

The Office Manager. The person charged di- 
rectly with the supervision of the office is the Office 
Manager. He has an important task and should be 
a person with executive ability. He meets with other 
department heads to plan and coordinate activities. 
He hires people to carry out the functions of the 
office and so should have some training or experience, 
in personnel work. A knowledge of accounting and 
finance is useful so that he may be better able to 
judge the relative importance of departments and to 
assist with full knowledge of the entire business 
picture. It is important that he be able to assign 
work so that no "bottlenecks" develop. 
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Plans and Equipment for the General Office 

The Office Layout. A good guiding principle for 
the office is maximum efficiency with the least num- 
ber of assistants. The size of the staff, of course, 
depends upon the volume of business records flowing 
through the office, the machines available to do the 
job, and the type of business. Each office is based 
on its own needs. But there are principles governing 
all office layouts. 

After ascertaining the available space, the light- 
ing should receive the first consideration. Well- 
lighted offices are important since most paper work 
demands close application. Natural light is the best 
aid to. good vision but this light is not always avail- 
able. As a substitute, indirect lighting seems to be 
preferred. By keeping the reflectors and other parts 
of the lamps clean and free from dust, the efficiency 
of the lighting system can be maintained. 

Proper ventilation is essential to good health. The 
modern office is air-conditioned to control the tem- 
perature and provide clean air. 

Before purchasing equipment or business appli- 
ances, the office manager surveys the entire organ- 
ization. He must find out for himself which depart- 
ments are the most active so that movement between 
departments will be accomplished at maximum speed 
with a minimum amount of effort. The departments 
most closely related should be near each other, the 
Sales Department close to the Credit and Collection 
Department, the Purchasing Department placed near 
the Traffic Department. 

We know that orders are going to be placed with 
the firm. Following the usual practice, such incom- 
ing orders reach the General Office first via the 
mails. The General Office after time-stamping the 
mail forwards it to the Sales Department. The clerk 
in the Sales Department will examine the order and, 
if it is from an old customer, check with the Credit 
and Collection Department to see if the customer's 
account is in good standing. If the account is a 
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satisfactory one, the order will be filled. To do this, 
instructions are issued to the Traffic Department to 
forward the articles ordered. Since the Traffic De- 
partment handles the goods to be shipped, it should 
be located near the stockroom, which may be under 
its control or under the control of the Purchasing 
Department. Thus far, the General Office has dealt 
with the Sales Department, Credit and Collection 
Department, Traffic Department in that order. The 
Accounting Department prepares the bills so this 
division enters the picture, too, in order to complete 
the cycle. 

Since the Traffic Department is on the ground 
floor or in the basement, communication with that 
branch may be accomplished by using the inter- 
departmental communication - system of pneumatic 
tubes. Also, if the departments are arranged prop- 
erly, the work has gone in one direction as nearly 
as possible without wasting effort or time. 

Office Equipment. The Office Manager decides 
that certain machines and appliances will speed the 
work by cutting down the number of individual 
processes. Merely speeding the processes of office 
work is not enough to justify purchasing an expen- 
sive machine. A machine like the typewriter im- 
doubtedly speeds the v/riting of correspondence and 
is used universally. But a dictating machine may not 
be worth its price if there is not enough . corre- 
spondence to justify buying one. 

The business machine companies will gladly fur- 
nish detailed information oti the cost, use, and up- 
keep of their products. It is important to choose the 
right machine for the particular job, and by careful 
selection a machine may be found which suits more 
than one purpose. 

The typewriter is a necessity in the modem office. 
By using this machine, carbon copies may be made 
which serve as records. Allied with the typewriter is 
the Dictaphone. This machine records letters or 
other matter on a wax cylinder. The typist plays the 
cylinder on a reproducing machine which is equipped 
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with earphones to shut out distracting noises, and 
types the matter recorded on the cyhnder. Later, tlie 
cylinder is placed on a shaving machine and the 
message is thinned ofE so that the cylinder may be 
used many times before being discarded. 

This machine has obvious advantages, tor one 
thing the executive can dictate at his leisure and 
after office hours. Secondly, the typist loses no time 
waiting for material. 

Where correspondence is frequent, a machine inay 
be used which cuts stencil plates on a typewriter 
adapted for the purpose. This stencil may then be 
used each time mail is addressed to the name on the 
stencil. The addressing machine may be used or 
other purposes employing the same principle. UiUs, 
statements, advertising, and shipping orders, which 
are made in multiple copy, employ this machme 

^"^/Sother machine that uses a keyboard is a 
stenotype machine. Briefly, this device typewrites 
dictation on the machine. The paper is later re- 
moved and transcribed into regular form tor busi- 
ness use, much as the stenographer transcribes her 
shorthand notes. This machine is faster than stenog- 
raphy, more accurate, and is legible to anyone 
knowing the system. . 

Billing machines are in common use only m large 
offices, since their cost is too high for offices where 
the quantity of bills is relatively small. These ma- 
chines type and calculate in one operaUon m pre- 
paring a bill or statement of account. 

There are adding machines and calculating ma- 
chines. The former employs the principle of pris- 
ing keys and printing the amount on a tape, i tie 
total is obtained by pressing a lever at the conclu- 
sion of the operation. The calculator performs faster 
than the adding machine. The problem is first set 
up by striking the proper keys, and the mechanism 
nroduces the result on a dial. . ,. -^u 

Bookkeeping machines keep posting m line with 
transactions. Check protectors are used to stamp the 
check in such a manner that fraud is almost elimi- 
nated. The amount is impressed on a paper in 
figures and words. There are envelope openers for 
large volume mail handling. These slit the en- 
velopes automatically without damaging the contents. 

Time-stamping machines are used to record the 
date and hour of arrival of mail at the office. This 
fixes responsibility for delay in handling correspond- 
ence. Letter-folding machines are used to speed 
mailing. Envelope sealers and stamp affixers are m 
me in large orgai^zations. This eliminates the tedious 
"ob of putting stamps on mail and, since the machine 
operates automatically, acts as a check upon the 
number of stamps used. Metered mail is used to a 
large extent also. Instead of affixing postage stamps, 
the required postage is printed on the mail. The 
machii^e prints the postage indicia and also can^e s 
by recording the postmark at the same time This 
postage meter saves the mailing department a great 
deal of time. Some of these machines imprint the 
required postage, postmark and seal count, ?nd stack 
in the sa^e process. Also, metered mail is already 
canceled. The Post Office omits these steps and 
dispatches the mail faster if it is pre-canceled 

Dictographs are in use. They are employed for 
interoffice communication where ^o written record 
is necessary. There are numerous <?ther devices but 
not every office uses them. The size of the office. 



company, volume of business and correspond > 
affect the number of appliances employed. ^^^^ 
. In addition to appliances and business machin -"^^li* 
the Office Manager must select desks and other i^'-}^ 



niture to be used. The old, roll-top desk, for exam 
pie, exists in very few modem organizations, havin" 
been replaced by the flat-top desk. ' , . 

The stenographer also has a special desk built for ' 
her purpose. This desk has an opening for the type- ■ 
writer to slide into when it is no longer needed. The ' 
drawers hold all stenographic supplies and the top 
is used as a flat desk when the typewriter is not 
being used. 

The chair to be used with the desk has come in 
for a good deal of attention. The posture of the 
clerk is important, for it affects her general health 
and quality of work. The typist has a special adjust- 
able chair to enable the spine and back to have sup- 
port and thus lessen fatigue. 

Filing equipment is an important part of the 
office. Letters, carbons, bills, receipts, and other 
data must be preserved in an orderly fashion. They 
must be put away in such a manner that reference 
will be easy and quick. There are various types of 
files but the large units are the vertical cabinet type." 
The visible files are used for cards or ledger records 
and are bound at their margins. A cellophane pocket 
makes the matter visible when the file is opened. 
The vertical cabinet file drawer is most commonly .' 
used. 

Office Supplies and Forms, The office is charged 
with the responsibility of providing supplies of pen- 
cils, ink, erasers, and stationery for the entire organ- 
ization. These items must be purchased, distrib- , 
uted, and accounted for. The Office Manager 
should, at the very beginning, try to arrange for 
standardized forms of letterheads, envelopes, and 
bills. The size of paper, the color, and grade should 
be -agreed upon. This facilitates handling the mail 
and speeds the work of the filing department. Dif- 
ferent colors may be used to represent various de- 
partments or divisions. , 

All these forms and supphes should be under the 
control of the Office Manager. All items in the stock- 
room are protected from dust and deterioration 
The Office Manager issues the supplies as needed 
and the clerk is responsible for all such supphes de- 
livered to him. 

Duties of the General Office 

Building Maintenance, Someone has to be m 
charge of lighting, ventilation, mamtenance ana 
repairs. The engineer is on the premises but Im 
operations proceed according to orders given him 
by some higher authority. This person may be tht 
Office Manager. He notes the condition of Uie, 
building, whether it is clean and properly heated 
Since all outsiders view the physical condition o 
The plant first, this phase of the 0^.ce U^^^ 
•supemsion is important. Clean and well-managed 
premises also greatly contribute to the comfort oi 

%:S''rOmcc Services. The maintenance and 
operation of the office entail the expenditure o a 
lirge amount of money. Correspondence and JiUng 
.are expensive. How expensive depends upon tn 
number of machines used, the type of busine^^^^^ anj 
the number of employees at work. Machines an 
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properly trained employees will reduce the cost of 
ofRce work to a great extent. 

It may be possible to gauge the cost of production 
in the office. This would be desirable and possible 
only where the volume warrants such careful analy- 
sis. The value of such a gauge would be the possi- 
bility of setting up standard costs so that comparison 
could be made from time to time of the cost of 
filing, of typewriting, of delivering letters and pack- 
ages. 

Indeed, the other departments may not be over- 
anxious to secure office services if they are informed 
of the cost of such services. The Sales Manager, 
if given the cost of producing a sales letter, might 
be able to compute the advisability of a sales cam- 
paign of some magnitude and expense. Messengers 
might not be summoned so hastily for delivery of 
not-so-important items if the cost of such services 
were known. 

The typist is in the position of having her exact 
production counted. The cyclometer records the 
actual number of strokes made on a machine. Pay- 
ing on a stroke basis is not very just, however, as 
no account is made of the difficulty of the material 
being copied. 

The salary being paid for any type of work de- 
pends upon too many factors to be set down with 
exactness. The local conditions of payment usually 
prevail. But the usual point that "you get what you 
pay for" governs. The higher-salaried clerk should 
produce better results and in the long run is cheaper 
from the yiewpoint of cost to the management. 

Supervision and Control of OiBce Work. Every 
business has established standards for employees to 
maintain. They have been trained to reach a desired 
goal, and some method must be used to determine 
whether or not results are comparable to the invest- 
ment. The Office Manager may rely on reports 
submitted to him by the various division heads. 
Charts of performance accomplished in specific tasks 
may form a basis of comparison with other offices. 
The Office Manager's personal insight into the ac- 
tivities of his organization should reveal any weak- 
nesses. 

It must be remembered that overcomplicated rec- 
ords result in confusion. If it is a tremendous task 
to understand rules and regulations, the usual pro- 
cedure is for employees to ignore them. These rules 
may be simple if the head of a department knows 
each man's job in his own department and under- 
stands the difficulties involved in carrying out par- 
ticular instructions. 

The incoming mail may be controlled indirectly, 
so as to start the day promptly, by appointing a 
member of the mailing staff to call for the mail him- 
self instead of waiting for the postman. 

Another way to supervise the activities of the 
office is the inspection by the Office Manager of all 
outgoing mail of a certain, unannounced day for the 
form of the letters, their contents, and tone. 

Inspection of the files at random will reveal the 
condition of the filing department. Checking the 
petty-cash drawer may help to ascertain if the post- 
age account is in order. Weighing parcels about to 
be mailed may reveal that the wrong classification 
is being used with consequent loss in postage to the 
firm. 

Essentially, the Office Manager has to rely on re- 
ports submitted to him by the various division heads 



under his supervision. Beyond that, personal obser- 
vation will reveal "on the spot" defects and the Office 
Manager will try to remedy deficiencies by a proper 
course of action. 

THE PURCHASING DEPARTMENT 
Organization of the Department 

The Value of an Efficient Purchasing Department. 
The term Purchasing Department may have slightly 
different meanings depending on the type of busi- 
ness. In its most restricted sense, it niay apply to the 
function of buying office and other supplies for the 
business itself. However, the meaning has been ex- 
tended to include, in the case of a manufacturing 
concern, the buying of raw or unfinished materials 
for making into a finished product; also, in the case 
of a retail business, like a department store, the term 
may be considered as synonymous with Merchan- 
dising Department. In thiis latter instance, the Pur- 
chasing Department sends out specialized buyers who 
buy certain articles for resale by their store. If the 
public fails to buy these articles, the business stands 
that much of a loss. The same principle applies to 
the purchase of raw materials for processing into 
finished goods. If the finished product fails to satisfy 
the consumer, the business is headed for financial 
ruin unless the manufacturing program is quickly 
changed. 

In addition to offering a product that the public 
demands, the price must be one that the customer 
is willing to pay. If the Purchasing Department has 
paid too much for the article now offered for sale,' 
or if the raw materials cost more than their intrinsic 
worth, then the article cannot be sold at a price that 
will attract the greatest number of customei's. 

The Merchandise Manager must know whether 
his stock is adequate to meet demand. If it is a fin- 
ished product being offered for sale direct to the 
public through a retail outlet such as a department 
store, the inventory on hand at any time must be 
known to the person in charge. Should stocks be 
permitted to fall below a minimum figure, then the 
store will be in the position of having customers but 
no goods to offer them. This means a loss of sales 
and consequent loss of profits. 

Directly opposed to a lack of merchandise is the 
stocking of too much merchandise at any time. When 
goods on hand far exceed expected maximum con- 
sumer demand, capital is tied up in merchandise 
and cannot be used for other purposes. Goods may 
go out of style or deteriorate, and a loss usually re- 
sults. Should prices fall, the value of the merchan- 
dise will have to be depreciated and losses assumed. 
In addition, surplus products require storage space 
which may be needed for other faster moving items. 

In a large organization it may be advisable to have 
the buying done by more than one person. In addi- 
tion to the Buyer, there may be Assistant Buyers who 
will be responsible for purchasing certain lines with' 
which they are most familiar. These specialists en- 
able the work of the Purchasing Department to be 
divided among several experts and help to increase 
the efficiency of the department as a unit. The As- 
sistant Buyer is really the understudy for the Buyer. 
He usually conducts the department for his chief, 
who is frequently busy on the outside, as the work 
may call for considerable traveling. There are also 
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Purchase Order Clerks who keep accurate records 
of merchandise and prices. Their penmanship must 
be legible and their work neat m order to avoid 
error. There are other clerks who file catalogues 
systematically and do routine work in the Par- 
chasing Department. ^ , . a ^ 

The Merchandise Manager, Purchasing Agent, or 
Buyer. The Buyer is a valuable person to the or- 
ganization and has a very important task. He niust 
be aware of all the products his company handles 
and requires. He has to know where the markets for 
the products exist. He must obtain data on the per- 
sons or organizations offering the merchandise he is 
in the market to buy. He m.ust know the market 
prices or else the firm will lose profit if he overpays. 

The Merchandise Manager or Purchasing Agent 
is usually familiar with the laws applicable to the 
buying of merchandise. He makes contracts for the 
firm and consequently must know something of the 
legal nature of contracts. He should know when 
title of ownership passes, who suffers the loss 
if goods are destroyed in transit, and many other 
legal technicalities. If the Merchandise Manager 
buys goods that are guaranteed "color fast," and the 
stock fades, he must know how to obtain compen- 
sation. The legal division will handle the technical 
details, but the Purchasing Agent can help the com- 
pany to avoid many legal tangles if he is aware of 
the legal implications of his acts. An understanding 
of the Uniform Sales Act will help considerably. 

The Purchasing Agent generally consults with the 
Sales Department for obvious reasons. The Sales 
Department of a retail organization sells what is 
bought, consequently there must be some agreemerit 
between the two departments before merchandise is 
stocked. In fact, some organizations combine the 
Sales and Purchase Departments into one, as the 
departments are so closely related. There must be 
equal cooperation between the two departments 
where raw materials arc turned into finished goods. 

Policy must be established as to the lines of mer- 
chandise to be handled. The Sales Department Man- 
ager may be thinking of an article which is a good 
seller at the moment but upon consulting with the 
Purchasing Department he may find that the article 
is soon to be superseded by a newer model. 

The same principles hold true for a factory order- 
ing raw materials. The Purchasing Agent, upon in- 
vestigation, may discover that a new material is 
shortly to be placed on the market which will make 
the one ordered obsolete. Or he may have infor- 
mation that a new process will obviate the one now 
in use. By conveying this data to the proper depart- 
ment, money will be saved and the organization 
will be able to meet competition. 

The Merchandise Manager or Purchasing Agent 
should have a sound business background with a 
knowledge of the laws of supply and demand and 
their relation to price levels. He should be suffi- 
ciently aware of world conditions in his field as they 
affect markets, sources of supply, and prices. ^ He 
should be thoroughly experienced in merchandising 
his particular line of goods. To facilitate his work, 
the files must be complete with data on what is 
available, where it can be purchased, its price, and 
possible alternative products. Scientific reports on 
the commodity are of value and recent ones should 
be on hand. New avenues of supply must be known 
and explored for future possibilities. 



Prevailing business conditions are an important 
factor governing the purchase of goods. It is obvi 
ous that overstocking in a period of falling prices 
will result in a loss of profit. Of course the oppo- 
site is also true. If the prices of raw materials or 
finished goods are rising, then it may be highly profit, 
able for the company to buy over its needs. 

Relation of Pxu-chasing Department to Other De- 
partments. The Purchasing Department keeps a 
mass of records. Catalogues, price lists, scientific 
data related to the products of the company should 
be filed in the Purchasing Department files. All rec- 
ords exclusively pertaining to Purchasing Depart- 
ment activities should be available at once. Material 
not desired promptly may be placed in the central 
office files. 

The Purchasing Agent also works with the Ac- 
counting Department. Bills for merchandise are 
processed through the Accounting Department Pay- 
ments are authorized by the Purchasing Department 
but made through the Accounting Department. Re- 
turns are handled the same way. The final record is 
made in the Accounting Department. 

The Traffic Manager receives the goods. He 
checks the shipment with the Purchase Order copy 
furnished by the Purchasing Department. Com- 
plaints, adjustments for shortages and damages are 
first noted by the Traffic Department, but the Pur- 
chasing Department makes the actual settlement 
with the seller. The Purchasing Department acts 
with the Traffic Department to keep the merchan- 
dise coming in at a steady pace. 

Centralizing the Purchasing Function. The ad- 
vantages of having one division buy for the enUre 
organization are many. Should all departments of a 
business buy on their own account, confusion would 
result. The marketing cannot be done efficiently if 
several heads are "out to buy." The decentralized 
plan makes it impossible to secure men with the nec- 
essary background. Information on products and 
markets will be incomplete and unreliable. A spe- 
cialist is an expert and is hired to buy under the. 
best possible term-s. He should be m charge of all 
buying for the entire firm. 




Functions of the Purchasing Department 

Buying Merchandise. The Purchasing Depart- 
ment buys the merchandise or raw material. To do 
this effectively, the Purchasing Agent must gather 
data relative to the sources that will supply the 
needed material. This information is gathered by 
clerks under the direction of the Purchasmg Agent. 

Names of companies which supply material may 
be obtained from many sources. There are trade 
publications in which suppliers detail their offerings. 
Directories are issued which describe the product 
and indicate the manufacturers or other sellers. 
Manufacturers have trade associations and chambers 
of commerce which publicize their members and the 
line of goods for sale. . 

Finding the company which will supply an arucie 
is not too diflicult. DiUgent inquiry will reveal the 
desired information. Next, the prospective Buyer 
must ask, "Can we rely on the producer?^ Is ms 
product dependable?" ''What is his financial rating 
in the trade?" Some of the data may be obtained 
from financial manuals and from credit-vcporung 
bureaus. 
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The best course of action is to consult with other 
niirchasing agents who have dealt with the. firm in 
Question. Past actions will give a clue as to the de- 
nendability of a firm and its product. This data is 
usually obtainable from trade associations and or- 
ganizations of purchasing agents. Finally, trial or- 
ders will soon reveal whether or not a particular 
source is a dependable one. 

Gathering Data on Price. Information relative 
to a product and its price may be gathered in a 
number of ways. The simplest is to mail a request 
for specified material and ask for a price quotation. 
This information is then filed in the Purchasing 
Department for reference later on. Catalogues is- 
sued by the producer may be consulted for a brief 
description of the article and the price. Salesmen 
. may call on the Purchasing Agent and offer the ar- 
ticle which is desired, at an attractive price. 

In the instance of a totally unknown product, a 
large order, or a seasonal line, the Purchasing Agent 
'inay visit the manufacturer and examine the product. 
: Clothing, plumbing supplies, furniture, or leather 
goods may be examined by the Buyer in the show- 
' room of the manufacturer. After examining the 
^product and ascertaining the price, the Purchasing 
- :Agent may purchase immediately. That is the gen- 
era! purpose behind the maintenance of shoviTOoms : 
•'.to make a "spot sale." The safest procedure is to 
-!leep a record of all price quotations on a particular 
;product. When the merchandise is to be ordered, a 
^comparison of the different sources of supply and 
.prices will help the Merchandise Manager to decide 

V upon the vendor. 

Issuing Orders for Merchandise. After the source 
' of supply has been decided and information about 
\.the price has been gathered and found satisfactory, 
V;the order must be placed. The usual form is a Pur- 
7:|chase Order which a clerk will prepare in manifold 

V .copies depending upon the system used by the or- 
>'ganization. The Purchasing Agent merely signs the 
'.order, as he is the one having authority to act for 
j;jthe company when goods are bought. If the firm 
:- 'is not a large one, the Purchasing Agent will fill out 
/.the entire blank himself and send it along. 

/I The order may be placed by phone and theii fol- 
sdbwed up by an acknowledgment of the order. Or it 
g:ihay be placed as the Purchasing Agent is inspecting 
Vthe showroom of the vendor. Then again a sales- 
^inan may take the order 'during the course of his 
^rrbunds. In any event, the subject matter of the 
I'order is definitely agreed upon, the parties are iden- 
^tified, the price stated, and signatures obtained. The 
'jorder then assumes the status of an offer which may 
be converted into a coiitract when it is accepted by 
■die vendor. 

5t: Checking for Delivery of Goods. Merchandise is 
^ordered because it is needed on a certain date. If 
.t fails to arrive, the firm may find itself without 
^goods to offer for sale to the consumer. This is the 
iPPPortunity to checH the reliability of the vendor, 
^e may have received the order because his price 
^as lower than others; but should he fail to deliver 
r? ^^^s tbe saving due to lower prices was in real- 
ity, a loss to the company that bought. Usually, de- 
poidability is a better gauge than price. A lower 
*pnce does not mean a product equivalent to the one 
???^^5^ at a higher price. As a rule, an old-fashioned 
^ preferable to the unknown who must first 
l?^ake his reputation. Reputations are made by of- 



fering special inducements such as large discounts, 
free goods, faster delivery, and more advantageous 
terms. 

In order to ascertain whether or not the goods 
have been delivered on time, inquiry at the Traffic 
Department may reveal that the goods are being un- 
packed and checked for contents. Should the goods 
not be on hand in the Traffic Department, a phone 
call to the vendor may reveal the desired informa- 
tion as to the time and date of delivery and the 
reason for the delay. 

If the vendor is an out-of-town source, a letter of 
inquiry may be sent. This usually hurries matters 
along, as the seller wishes to retain the customer 
who he knows is anxious to receive the goods. In 
order to maintain his reputation, the seller will make 
a special effort to dispatch the merchandise 
promptly. 

This follow-up function of the Purchasing Depart- 
ment's activities is very important. Should the goods 
fail to be on hand when requisitioned by other de- 
partments, operations may be seriously curtailed. 

Requirements of an Efficient Purchasing 
Department 

Pointers on Amount to Be Purchased. Buying 
in quantity to obtain a lower price is a usual prac- 
tice. Usually, the more of a given article you pur- 
chase, the lower will be the cost per unit. Hence, 
quantity purchases of an item at one time instead 
of periodic purchases of an equal total will result in 
a cheaper cost. Caution must be practiced, as the 
economy of quantity purchases can be stretched too 
far with disastrous results. Overstocking may result 
in losses should the market fall. But, in a period of 
stable prices, quantity purchases result in savings. 

The Accounting Department, however, may pre- 
vent overstocking, as money invested in merchandise 
caxmot be used elsewhere in the business. In addi- 
tion, interest is being lost on the funds removed 
from investment sources. The cost of storage may 
make it inadvisable to purchase more goods. 

Merchandise Integrity. A firm is known by the 
products it sells. The character and good will of a 
concern are highly valued intangibles which depend 
on the quality of the merchandise. The consumer is 
the final judge of the products purchased by the 
buyers for the company. The quality of its product 
is so important that possible savings in rost are usu- 
ally ignored if paying a little less results in an in- 
ferior grade of merchandise. 

The market must be estimated correctly. If the 
Sales Department decides that a lower cost item 
will sell on a competitive basis; then such a product 
may be purchased for resale. If the firm is inter- 
ested in reaching the higher-priced markets, then a 
better product must be offered to the public. Gen- 
erally, the public prefers quality to price and the 
firms with reputations for high standards are the 
long-established ones. 

Terms of a Purchase Contract. The Purchasing 
Agent strives to get the merchandise as quickly as 
possible and as cheaply as he can, commensurate 
with the quality desired. In his endeavors to obtain 
goods rapidly, the Purchasing Agent must know or 
be able to determine when the goods are actually 
needed by the Sales Department. This leads him 
into difficulties, for too prompt acquisition of stock 
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ill result in an overcrowded warehouse and too 
)w purchasing may leave the Sales Department 
ithout merchandise to sell. The Purchasing Agent 
ust strike a happy medium and he can do this by 
dging past performances of purchases and sales 
certain articles. 

Other factors may help the Purchasing Agent to 
icide who shall get the order. If the merchandise 

purchased out-of-town, whether it is to be sent 
.O.B. factory or destination is important. If the 
.rmer, then the buyer pays the shipping charges 
id insurance, which may add considerably to the 
)st In the instance of a quantity order, part deliv- 
7 may be preferred to the entire order. If the 
anufacturer refuses to accommodate the buyer, then 

may be necessary to take the order elsewhere, 
nee handling and storage charges are expensive 
ems of cost. In addition, terms of cash payment 
lay make a difference large enough to persuade the 
uyer to shift his order towards the most attractive 
ffer. If one firm offers 2/10, n/30 and another 
/15, n/6o on the same order, then the former is 
lore certain to secure the order. The former offers 
% discount if the bill is paid within 10 days, the 
et within 30 days; the latter, 1% discount if paid 
athin 15 days, the net within 60 days. 

Many factors thus influence the placing of an 
rder. The Buyer begins by looking for the lowest 
trice at which he can obtain a given article. This 
•e may do to better advantage if he buys in quan- 
ity. In order to be sure that the merchandise is of 
he high quality specified, inspection and scientific 
ests reveal the nature of the goods. The reputation 
if the seller may make such tests unnecessary but 
t is a good plan to know what is being bought. 

Merchandise Turnover. In addition to buying 
nerchandise, the Merchandise Manager must know 
low fast it is moving out to the consumer. Funds 
ire invested in merchandise, and the faster the mer- 
;handise moves, the sooner these funds can be in- 
vested in new stock. The need for ^yarehouse space 
s decreased, the cost of handling and insurance is 
ess, and losses due to changes in style or deteriora- 
ion are reduced. 

This turnover of merchandise is one of the many 
nfluences upon profits, that is, the number of times 
;he average amount of stock is sold during a given 
period. The rate of turnover is obtained by divid- 
ing the cost of goods sold by the average inventory 
figured at cost. The average inventory is the num- 
ber produced by adding the opening inventory to 
die closing inventory and dividing the sum by two. 

To illustrate the method of computing merchan- 
dise turnover, assume the cost of goods sold to be 
$100,000 and the average inventory $20,000. Then 
there is a turnover of merchandise five times a year 
($100,000 divided by $20,000). The conclusion is 
that an investment of $20,000 in merchandise was 
necessary throughout the year. These funds were 
"turned over" five times during the period. 

Generally, if the rate of turnover is increased to 
seven or ten times in the illustration, profits should 
also increase. This will be so because the rate of 
profit is the same and the more times the given in- 
vestment is "turned over" the greater will be the 
total profit on the goods sold. 

The rate of profit and the rate of turnover deter- 
mine the gross profit. Merchandise selling at a small 
profit may have a greater turnover than other goods 



selling at a larger profit and having a lower r 
turnover. The former may yield a greater profir 
the end of the period because the small profi3% 
duce more sales and an increased turnover of '^P 
chandise. ^^^'f 
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Purchasing Routine 

The Merchandise Manager must have control 
the department so that all merchandise is accourit^^^^ 
for from the time it is requested by other depaf^^^l^ 
ments until it is bought and paid for. To do th'^Xl"^ 
adequately many details must be attended to. Re'^^*'M 
ords must be kept of all sources of supply^ th'^'^^^'- 
quality of the merchandise, the price quoted for??; 
small and large lots, and terms of delivery. Actuai-^'^f 
delivery of the merchandise must be accounted for^li:' 
complaints must be. adjusted and payment made 

Obviously, each organization functions on a diffeV-M'A 
ent basis and the requirements of one Purchasing!?!^ 
Department may not be in the same category .:as^§ 5^ 
those of another. Nevertheless, certain forms aiid^'S 
routines are the same in all organizations. A sligHt^^ 
change may be all that is necessary to adapt a fornifi^ 
to a particular use. These forms may be printed toSJ^v 
order or purchased from stationers dealing in busf-|tf 
ness blanks and systems. 'W^' 
The Purchase Requisition. The Purchasing I)e^^ 
partment does not order merchandise until soirieS^ 
item is out or requested. Where the stockroom >i^5^ 
under the control of the Purchasing Department, ti^ff, 
stock clerk will issue a Purchase RequisiUon if iJid^^- 
amount of goods on hand for an item approaches^if/^ 
the minimum quantity desired at any time. 

The Purchase Requisition has assumed a more 
less standard form. It contains the quantity of itcrn|^i^. 
needed. It is numbered for follow-up purposes an(|^ 
for filing. There is the date and signature of tii^^ 
department desiring the goods. The date when 
articles are actually needed in the particular depait^^ 
ment is indicated. Space is provided at the bottom||S 
of the Purchase Requisition for the Buyer to recordg|^^ 
the Purchase Order Number when that form is latei||| 
issued. The name and address of the supplier 
also listed and other pertinent information whic^ 
the Buyer may deem necessary. ^ ^ 

The Purchase Requisition is made out in duplicate|| 
unless further uses are in view by the manageme^t^ 
The original copy is sent to the Purchasing P?P2^| 
ment for the Buyer's attention and the duplicaie^, 
retained by the stock clerk or other departirig| 
ordering the goods from the Purchasing Departm^^ 
In a small organization it may not be necessary;*" 
use a Purchase Requisition if the person in chai 
of buying merchandise for the firm also keeps r 
ords of the merchandise needed. This would be J 
situation in the single-proprietor organization or pt 
haps in a partnership where one of the pa^^f 
devotes his time to purchasing merchandise and^s 
counting for it, to the exclusit)n of other matteg 
But, in a business of any size, it is best to have wrg^ 
ten authorizations for all' requests of merchand^ 
The requisition is then filed, as it is a record of . j 
sponsibility, indicating the person who requisition^ 
the goods. 

Filling the Purchase Requisition. The next p 
lem is to determine from whom to order the g< 
requested. As indicated previooisly, the Buyer 
special training and knows how to buy mercnai 
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for his 'organization. His experience and business 
contacts will provide him with accurate information 
about market conditions and sources of supply. 

The order clerks in the Purchasing Department 
do the routine work which is essential as a basis for 
the Purchasing Agent's decisions. They receive the 
Purchase Requisition and prepare the data necessary 
to help the Buyer choose the supplies. The order 
clerks index catalogues, price quotations, and adver- 
tising bulletins, which may be helpful in choosing a 
product. These materials are filed in numerical 
order in a regular fiHng cabinet. 

Index cards are prepared which list the name of 
the vendor and also the number of his catalogue or 
other material. Another set of .index cards arranged 
according to subject is prepared. These cards list 
the article and the firm selling it and the catalogue 
number. The first set of cards is filed alphabetically 
according to the name of the merchant, and the sec- 
ond according to subject or article listed in the 
catalogue. 

When Purchase Requisitions are received by the 
Purchasing Department, bids on the article desired 
are usually necessary. The files may need revision 
in the light of current conditions. Price quotations 
may be secured in order to determine the latest price 
for a quality product. 

A letter to the firms supplying the merchandise 
-will bring the desired information. Or a printed 
form giving all the requirements for the merchandise 
in detail will serve the same purpose. The form or 
letter must be so marked as to prevent the inquiry 
from being considered an order. A telephone call 
may accomplish the same result, but for future ref- 
erence and for legal reasons written requests for 
prices and written price quotations are best. They 
prevent misunderstanding and ill-will later on if 
errors have been made. 

Preparing the Purchase Order. The Purchasing 
Agent decides to place the order, basing his deci- 
sion on information prepared by the order clerks. 
The Purchase Order is filled out and acts as a rec- 
ord of goods bought. It includes the following de- 
tails from the Purchase Requisition: a number for 
filing purposes, the vendor's name and address, ship- 
ping instructions, date of delivery and specific meth- 
ods of handling the shipment, the description and 
amount of merchandise, and finally the signature of 
the Purchasing Agent as authority to order merchan- 
dise. 

The Purchase Order number is then entered along 
with the date and name of the vendor on the bot- 
tom of the Purchase Requisition to complete that 
record. The Purchase Requisition is filed by its own 
number in the Filled Requisition File. The Pur- 
chase Order is filed in the Unfilled Orders File. 

The number of copies prepared varies with the 
organization. Three, four, or five copies may be 
used. One copy, the original, is sent to the vendor. 
Another is sent to the Traffic Department, which will 
receive the goods. A third copy is sent to the depart- 
inent which made the Purchase Requisiuon. A 
fourth may be sent to the Accounting Department 
and a fifth retained by the Purchasing Department 
for its records. Each copy has its purpose printed 
on it in bold type, such as "Purchase Order," "Ac- 
counting Department Copy," etc. 

When the receiving division of the Trafiic Depart- 
nrient nodfies the Purchasing Department that the 



goods have been received, the clerk in the Purchas- 
ing Department checks his copy of the Purchase 
Order with - the record of goods received submitted 
by the receiving clerk and then files the Purchase 
Order in the Filled Orders File. 

In the event that the vendor cannot fill the order 
or is unable to supply part of it immediately, he 
notifies the Purchasing Department when he will be 
able to deliver. Should the company need the goods 
urgently, the order may have to be canceled and 
placed elsewhere. If part is accepted and part de- 
layed, the Purchase Order is retained in the Unfilled 
Orders File until the entire shipment has been 
completed. 

Following up the Order, The vendor, upon re- 
ceipt of the Purchase Order, usually acknowledges 
and indicates that the order will be promptly at- 
tended to. The clerk in the Purchasing Department 
then has to follow-up on the order to make certain 
that it is being filled. This may be done in any 
manner deemed expedient. A common method is to 
prepare a Purchase Order Register. When the Pur- 
chase Orders are issued, the date and number of the 
order are recorded. The name and address of the 
vendor are also noted on the record. The date of 
expected arrival of the shipment, as indicated on the 
letter of acknowledgment, is noted. Columns are 
provided for the date of arrival of the merchandise 
and of the invoice. 

This Register is more convenient for checking 
purposes than searching through the Unfilled Orders 
File to determine which orders have not been re- 
ceived. A glance at the Register will reveal the 
orders outstanding. The Purchase Order Register is 
a summary form used to help the Purchasing Depart- 
ment keep abreast of unfilled orders, filled orders, 
and invoices for goods purchased. It saves time and 
speeds the work of the clerks in the Purchasing De- 
partment. 

The Invoice. The vendor submits an invoice for 
his merchandise. This invoice is received by the 
office, which stamps it with a company form. The' 
stamp may be replaced by a printed slip for check- 
ing, but the purpose is the .same, to check the items, 
on the invoice. 

The stamped invoice is sent to the receiving de- 
partment. Here the clerk checks with his . copy of 
the Purchase Order and notes the condition of the 
shipment. He then forwards the invoice to the Pur- 
chasing Department where prices and terms are 
checked with the Purchase Order. The invoice is 
then sent to the Accounting Department for further 
checking of extensions and additions. 

Summary of Purchase Routine. The Purchasing 
Department buys merchandise or raw materials of a 
certain quality at the best price it can. The Mer- 
chandise Manager is in charge of all buying and he 
is trained by education and experience to buy effi- 
ciently. Under his supervision, data is gathered rela- 
tive to sources of supply and prices. Purchase Orders 
are issued ordering goods. Records are kept which 
indicate the disposition of the order. The Purchas- 
ing Department is concerned with the merchandise 
after it is delivered to the company. It is advisable 
to place the storing of goods under the supervision 
of the Purchasing Department except in the case of 
manufacturing organizations who place the store- 
room under the department which uses most of the 
materials. 
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The Purchasing Department and the 
Storeroom 



'"rTeisht elevators and hand trucks are needed. 
Steel shelves are installed to hold the nierchandise 
Each is numbered to indicat^^-\^;^3^rt^ 

""The stTS receives the goods from the receiv- 
inJ ckrl workJng in the Traffic Department He 
So receives a copy of what is known as the Indi- 
Receiving f -d^^whicM 

'^''T'i.i^Ttiie Rec v^ng Re^^^ and his copy 
r^eXrcL?Vfq«on^. « everything is sa^^- 
factorv the goods are then placed m stock bince 
eacH;?? of merchandise has a stock number the 
location of the bin is easy. , 
In placing the goods on the ^^f 1^"' S'/^fi^ i^" 
nlacef new' shipments behmd old so that nrsi m 
S be "firs oEt." The heavy cumbersome stock is 
5^ced close to the ground so that handhng wdl be 

facihtated. Stock frequently ^^"^f . /"^^^^^^ eaSy 
close to the freight elevator so that it can be easiiy 
^er^oved Attention is also paid to methods of pre- 
veSg deterioration, damage due to dirt and dust^ 
The Stock Requisition. Merchandise is issued 
from the stockroom upon written authorization^ A 
form known as a Stock ReqmsiUon may be used 
tT department asking for ^^aterlal is reqmred^ 
sign for it upon receipt. Several copies of the Stock 

^The trgin^I^ rpy is sent to the Storekeeper .s 
his receipt for the merchandise issued. A dup ica e 
S sent 0 the Accounting Departxneiit aiid a tnphcate 
S kept by the de— 

feLSr UeSt rfekeeper has at least 
nnc check on the goods m his charge. 

The Stock Record Card. The Stock Record Card 
is I 5orm of perpetual inventory. It. contains ^he 
mimum and minimum amounts desired on hand 
^t^v Ume. By glancing at the "Quantity on Hand 
Sn of theMrd, th\ clerk may know whether 
or not to requisition more merchandise. 

Thl card contains columns for date, quanUty re 
ceived quantity issued, quantity on hand and may 
decked bv either the stock clerk or the store- 
wper t any^Sier supervisor by actually countmg 
^e^merchan^ on hand to see whejer it agrees 
^ith the balance shown on the Stock Record Card 
The Stock Record Cards make the work of the 
« ,^..7„ T^.^..trr,Pnt morc efficient. By watch- 



ing the movement ot mercnanaise in and '*out** 
of the storeroom, the Purchasing Agent can tell how 
fast merchandise is moving and then gauge his pur. 
chases accordingly. Slow-moving goods are not of 
much use to a retail concern and may be discon- 
^^*-k*>t- tViQn hp rarried at a loss. Monpv i^A 



much use to a reiaii cont,ciii aina may uc aiscon- \ 
tinned rather than be carried at a loss. Money Lied 
up. in such merchandise may be needed to buy a 
faster-moving line that can produce a profit 

The Sales Department also benefits when Stock 
Record Cards are used. By looking at the "balance'' 
column of the card, the Sales^^ Manager can see 
whether merchandise on hand warrants a "sale" of 
slow-moving articles. Dates of delivery cannot be 
guaranteed if the merchandise is not m stock. It will 
save the Manager from embarrassment to have this 
information available quickly. 

Thefts of merchandise are restricted when there 
is a device in use which may reveal missing stock. 
If the Stock Card shows a balance of 30 door-knobs, 
there should be that many on the shelf. An arith- 
metical error may be committed, or goods may be 
issued without making a note releasing them. But, at 
least the stock clerk is put on his guard when the 
actual count fails to agree with the written balance. 

When the stock clerk notices that the merchandise 
is approaching the minimum, he notifies the Store- 
keeper A Purchase Requisition is issued to. the Pur- 
chasing Department stating the quantity desired 
and the date the merchandise is needed. The duph- 
cate is filed in the Unfilled Purchase RequisiUon File 
of the storeroom. 

The Purchasing Department then prepares the 
Purchase Order to acquire the goods needed. When 
these are received, the number of the Purchase Req- 
uisition as shown on the Receiving Record of the 
Traffic Department is noted by the stock clerk and 
the Unfilled Requisition is transferred to a tilled 
Purchase Requisition File. , 1 .v . 

Physical Inventory. In order to check the accu- 
racy of the storeroom figures and to gather accurate 
da?a for financial statements, a physical invxn^^^^ 
is taken once or twice a year. The stock clerks or 
ndependent clerks from the Accountmg Depar toien 
may take the inventory. The goods are hsted at the 
S or market price, whichever is lower. The 
amounts on the inventory list are t^e" -mp^^^^^^^^^ 
with the perpetual inventory cards to note discrep 
^^Ses Should there be a need for inventory figure^ 
dSL the year, the Stock Record Cards will have 
Z Z^ in'the'-Balance" column ofeach ca^d 

Many methods are used to get a correct physical 
inventoVy. It is usually taken after regular hours. 
The cleVks are assigned in pairs to count the st^cL 
One counts while the other records 
called to him. Quantities are noted, stock numbers, 
Sd description^ The sheets are then collected 
^fced' b the Purchasing department extended ^ 
totaled by the AccounUng Department. \he nn 
totals should agree with the figures derived from the 
Stock Record Cards. „, ^ 

Summary of Storekeepmg Activities, /ne sio ^ 
kee^g di^sion of the Purchasing Department con_. 
troir stores, and distributes all -[^^^^^ Z^i 
ceived by the organizaUon. By "^''^S Su>ck Ke , 
Cards perpetual inventones ^^e available for ^ 
ing and for financial statements. The Fnjci^^6 
i^d Sales Departments by analyzing th c^J ; 
gather data that helps them to buy and dUnt 
gently. The Stock RequisiUon makes a Nvritten 
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horization necessary before any merchandise leaves 
the storeroom {if raw materials are handled) or the 
stockroom (if finished goods are handled). A physi- 
cal inventory checks the accuracy of the stock clerks 
and their records. All -of this work is controlled and 
supervised by the Purchasing Manager. 

THE SALES DEPARTMENT 

Organization of the Sales Department 

The Sales Department has as its main function 
the selling of goods or services at a profit. To 
achieve this goal, the cooperation of the endre or- 
ganization is necessary. It is elementary that if the 
Sales Department does not function effectively no 
departments will be necessary. 

The effective Sales Department will decide on a 
sales plan or policy in advance. The Sales Man- 
ager is the guide and mentor of the sales force. The 

' department establishes the advertising policy of the 
company within budgetary limits after the advertis- 
ing media has been selected and agreed upon by the 
-jcecutives of the business. The organization of the 
advertising branch of the Sales Department (unless 
advertising is made a separate department) must be 

•.arranged for effective sales promotion. 
' What Is Salesmanship? Salesmanship consists of 

. an ability to make another person do as you wish — 
such as buying your product or patronizing your 
place of business. When you apply for a job you 

: are practicing salesmanship. 

Originally the function of salesmanship seemed 
to be the quantity selling of goods. If a customer 
needed one hat, salesmen tried to sell him two or 
three. Later the customer looked at his unwanted 
purchases and determined not to return to the store 
again. The modem function of salesmanship is to 
produce a satisfied customer who can be counted 
upon to return. 

Salesmanship should produce profits to the ven- 

.dor. If "bargain sales" are used, these items should 
not be pushed at the expense of goods at standard 
price. If the firm undersells competition there must 
be a good reason. Selling at a loss is not a good way 
to become a well-established firm. More likely, 

' bankruptcy will result from such tactics. 

The Sales Manager. Primarily, the Sales Man- 
ager is a good salesman familiar with marketing in 
all its phases. He must be tactful since he relies on 
th^. other departments of the business and meets 

: with other department heads to decide various 
problems. He must be able to organize, direct, con- 

.trol, and supervise his department efficiently. He 

: should have the ability to inspire the staff to greater 

^* effort, to spur them on. 

ITsually, the executives of the business determine 

\ the policies that the Sales Manager must follow. 

' The types of products to be handled, the methods 
of distributing them, and the prices at which to 

coffer the goods are largely determined by the exec- 

^ utives, but the program is carried out by the Sales 

/Manager. 

'\' He should be thoroughly familiar with his prod- 
: ucts and know where to sell them. Also, he must 
; be able to recruit a sales force capable of selling the 
.foods. 

He must be able to forecast sales. Since the entire 



enterprise depends ori income from sales, some accu- 
rate figures must be produced upon which to ba^e 
expense distribution and costs. In order to foretell 
sales income, records of the past must be kept and 
analyzed. 

Sales records must be kept in great detail, accord- 
ing to all possible information. Dates of sales, prod- 
ucts sold, places of sales, types of customers, uses 
of the product, must be recorded, summarized, and 
held available for analysis. 

Even though detailed records may be kept, exter- 
nal conditions may intervene to unbalance a fore- 
cast. Sales of machines for instance, may not run 
on a straight line since the life of a machine is not 
constant in all fattories. Luxury-goods sales may 
be upset by a depression or sudden change of style. 

The forecast may be very accurate, depending 
upon the nature of the business. Consumer goods 
do not vary much in demand regardless of changes 
in the business cycle. People eat approximately the 
same amount of bread, drink about the same quan- 
tities of milk, despite the business changes taking 
place. The figures are very necessary for the Ac- 
counting Department to plan expenditures for • the 
various phases of the business. The Sales Depart- 
ment gathers the data for itself as well as for other 
departments which may need the figures. 

In a store, the Sales Manager may have another 
title but his duties increase instead of decrease. He 
has to secure a sales force, train it, supervise it,, and 
keep it on the job. Customers must be attended to 
with promptness and courtesy. Merchandise must 
be on hand at all times, since a retail store has a fast 
turnover of goods. 

A knowledge of the law on the part of the Sales 
Manager can help the company avoid legal tangles. 
An understanding of the Uniform Sales Act. is par- 
ticularly vital. 

The Uniform Sales Act defines a sale and a con- 
tract to sell. "A sale of goods is an agreement 
whereby the seller transfers the property in goods 
to the buysr for a consideration called the price." 
"A contract to sell goods is a contract whereby the 
seller agrees to transfer the property in goods to the 
buyer for a consideration called the price." In a 
sale, title is transferred at the time of the sale. In 
a contract to sell, the title is transferred at some 
later date. 

The question of who has title is* important. Risk 
of loss follows the title. Bankruptcy, default of de- 
livery, and fire are business risks. The question of 
the ownership of title helps to decide who suffers the 
loss. Remedies for breach of contract should be 
known. Warranties and their effect must be under- 
stood by the Sales Manager. 

Many states provide for minimum retail prices 
established under certain conditions. Under these 
laws, a manufacturer registers fiis product to be sold 
at a certain minimum price by the retailer. The 
purpose of these laws is to prevent "loss leaders" 
from upsetting the market. 

Under federal law, a seller may not sell his mer- 
chandise at different prices, regardless of quantities 
taken, unless he can prove that the prices vary be- 
cause of the savings in cost resulting from the larger 
order. 

The Sales Force. The type of merchandise being 
offered for sale will decide the class of salesman 
needed, A simple device like a stamp pad does not 
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Salary with traveling expenses is another method 
nf navment for services. However, the straight com- 
miMion basis makes the salesman feel independent. 
He is "on ^is own." He goes after the big orders 
and puts all his effort there 

Variations have been used to induce maximum 
salesman effort. A small salary may be offered plus 
commission after a certain quota has been met. 
Higher commission rates may be offered on certain 
Unes which are more profitable to the company. 
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Competition and Sales. Buyers try to secure as 
mnrh as thev can at the lowest cost to their com- 
pany Sellers, on the other hand, try to sell at the 
highest price obtainable for a portion of their goods. 
But m order to sell at a lo^yer price than a coni- 
petitor, companies produce in huge quantities m 
Srder to lower the cost of production per umt. The 
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rnay be kept for this purpose. The sales of types of 
merchandise, styles, colors, and prices are noted. 
Trade journals and newspapers will give essential 
information. A corps of shoppers may be employed 
. to find out what competitors are offering for sale in 
a similar line. 

Perhaps the public wants more service with the 
merchandise. I'his can be determined by sending 
questionnaires to the buyers of the serviced prod- 
ucts. Such servicing may increase sales remarkably 
through increased good will. 

Service to the Customer. Merchandise that re- 
quires initial installation and servicing offers an op- 
portunity to build good will. Of course, such servic- 
ing adds to the cost of the sale but the expense is 
justified on the basis of increased sales. 

Washing machines, gas ranges, electric fixtures, 
machines of the industrial type may be installed. 
Some firms "service" their product for a stated 
period to be sure it operates efficiently, v/hile others 
give advice on how to maintain the machine in good 
condition. Usually, the company introducing a new 
machine to the market tries to impress the public 
by the extent of its free service. 

Increased sales have proved that installation and 
servicing are worth the expense involved. Gustom- 
ffs* objections were overcome when they knew that 
the machine would be serviced during the "break-in" 
period. 

In the retailing business, service is of a different 
kmd. The conveniences provided by the store for 
the customer build goodv/ill. Most important is an 
efficient delivery service, but there are other services 
that may be offered for the customer's convenience. 
Checking of parcels to provide more comfortable 
shopping is a worth-while free service. Lessons in 
knitting and sewing help to sell the goods and at the 
'same dme give the store free publicity. Cafeteria 
service helps to extend the shopping period and put 
the customer in a better frame of mind. 

The idea behind all service is to please the cus- 
tomer. Even though the average customer knows 
that the cost of such free services is added to the 
selling price of the merchandise, he feels that he is 
being well-treated and tells his friends. This helps 
;to expand sales and profits. 

How the Consumers Pay. The Sales Department 
has to acquire information on how people like to 
•pay for the goods they buy. Installment buying has 
rbeen widespread because it was proved through 
;greater sales volume that people liked to buy on 
• Aat plan. Should polls be taken or statistics ana- 
lyzed showing a trend towards cash buying, then sales 
plans must be made accordingly. The payment plan 
■inust appeal to the customer or he won't buy. 
K; Retail stores have several plans. The major por- 
.tion of sales is made on an "over-the-counter" basis 
for cash. There are charge accounts and installment 
plans for those who want them. The object is to 
Increase sales by giving the customer his choice of 
payment. 

^;How the Merchandise Is Packaged. It has been 
proved that an appealing package will sell an article, 
vWl^le an unattractive or bulky box hinders sales no 
Scatter how worth-while the product. 
Mt is possible to prove the desirability of one type 
■"fc P^^^^ge over another by packaging the article in 
^eral different containers and then noting which 
best in a comparable sales territory. 



Cost of Distribution.. Usually, more money is 
mvested in the actual selling of the article than in 
the original cost. The various middlemen tend to 
increase the price of the article that is finally offered 
to the consumer, and the greater attention that is 
given to packaging the article has also added to its 
cost. 

It pays to find out what it actually costs to sell the 
article. Volume may be high and yet the profit may 
be negligible because the cost of advertising and dis- 
tribution consumes the profits. It may be better to 
reduce the advertising expense and perhaps raise 
prices in order to make a reasonable rate of profit 
on the sale. 

Volume sales are useless if profits do not keep 
pace with increased sales. A vigorous sales cam- 
paign may result in tremendous sales and Httle profit. 
Analysis of results ma/ dictate a concentration of 
effort elsewhere. 

How Merchandise is Distributed. A product has 
been decided upon, the probable market determined, 
the price tentadvely established. The question re- 
mains, how to distribute the merchandise. 

One method which has been widely used is the 
direct sale from the producer to the consumer. The 
tailor makes a suit and sells it to the wearer. The 
farmer frequently sells directly to the consumer. 

The complexities of modern business have made 
it impossible, however, to sell direct to the con- 
sumer in most cases. The producer has widened 
his market and now the customer is removed from 
the producer. Methods of shipment and packaging, 
plus large-scale advertising, have entered the pic- 
ture and changed the old direct-sale methods. 

From Producer to Retailer. Distribution from 
producer to retailer eliminates many middlemen but 
increases the cost of distribution. More salesmen 
are necessary to reach the retailer than if middle- 
men are used for that purpose. The volume of sales, 
on the other hand, may not increase in proportion 
to the increase in the cost of distribution. 

The Credit Department has more work since re- 
tailers have to be investigated. Correspondingly, 
bad debts increase. To meet all these ' increased . 
costs the manufacturer has to raise his price or re- 
duce his profit. Raising prices would tip the scales 
in the competitor's favor. Reducing profits is scarcely 
desirable. However, direct producer-to-retailer dis- 
tribution has its advantages. Sales are .distributed on 
a level basis. Instead of "peaks" and "valleys" in 
the sales chart, there is an even flow. Retailers do 
not buy in large quantities as jobbers or wholesalers 
do. Their purchases are constant. This relieves the 
organization of rush orders and jammed, production 
lines and then idle periods followed by overtime 
production when orders from jobbers come in again. 
Direct selling to retailers is to a great extent the 
chain-store or cooperative system. 

The Middleman and His Functions. People with 
inadequate knowledge often claim that prices could 
be reduced if the middlemen were eliminated; These 
people do not know the functions of the middlemen. 
They buy in quantity and store the goods undl 
they are needed. They sell in small lots and trans- 
port the goods to the retailers. They suffer losses 
due to damage and deterioration. If merchandise 
does not appeal to the public and does not sell, the 
middleman loses. They furnish credit to retailers 
and suffer from bad debts. 
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The mail-order house is an attempt to reduce the 
number of middlemen between producer and con- 
sumer. The department store, chain store, pro- 
ducers' cooperatives, consumers' cooperatives, repre- 
sent other devices aimed at a reduction of middle- 
men. Nevertheless, the middlemen have an essential 
place in modern business. 

Some middlemen buy from the producer and sell 
to the retailer. Others sell direct to the consumer. 
Most manufactured goods are distributed through 
middlemen. The manufacturer prefers this method 
of disposing of his goods, thus avoiding the neces- 
sity of a large sales force to sell to small merchants. 
His wholesalers become, in effect, his salesmen. Ihe 
entire product or most of it is sold at once or m 
advance of production if a large wholesaler or jobber 
contracts with the manufacturer for the entire out- 
put. This reduces transportation, storing, insuring, 

and handling costs. , , u c. , 

The retailer, on the other hand, benehts when 
middlemen distribute the goods instead of the man- 
ufacturer or producer. He has variety of selection. 
The iobber is in a position to offer several products 
at one time. This saves the retailer the trouble of 
doin? business with representatives of several com- 
panies and waiting for each company to deliver its 

goods. . . . i u 

The retailer buys in small quanuties since he has 
Uttle storage space. This would be impossible if 
purchases were made from the manufacturer. At the 
same time, he avoids a large investment in stock. 
As soon as goods are sold, the retailer phones his 
jobber and secures more. Delivery is prompt and 

efficient. . jji 

The manufacturer may be his own middleman. 
This type of distribution necessitates the mainte- 
nance of warehouses and huge stocks of merchandise. 
The factory ships to a central warehouse and then 
goods are distributed to the stores. The manufac- 
turer may maintain his own retail stores and sell 
direct to the consumers. 

The type of distribution finally decided upon de- 
pends on individual problems. Management weighs 
the methods and selects its channels of distribution. 
If circumstances warrant, these outlets may be 
changed undl the most desirable one is found. 

Requirements of an Efficient Sales 
Department 

Cooperation with Other Departments. As men- 
tioned previously, the Sales Department funcUons 
effectively only when full cooperation is secured 
from the other departments. Figures f 'j^b""^ 
down and statistical analysis are compiled by the 
Accounting Department. Sales prices and plans 
arc often changed after consultation with the Ac- 
counting Department. This department needs figures 
regarding sales of merchandise in order to make pro- 
vision for credit accounts with customers and tor 
partial losses on accounts receivable when customers 

Good? sold are delivered through the Traffic De- 
partment. If merchandise is damaged m transit, 
the Sales Department investigates and makes the 
adjustment. Goodwill is important and special effort 
must be made to deliver the goods m condition tor 



disc which is sold through the efforts of the 
Department. Policies as to what is to be ■'" 
resale and the quantities necessary are 
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the planning of the two departments. " 

Before goods are shipped to prospective custnm^^Sf 
the Credit Department passes on the advisabiU^^*' 
selling to the prospect. Sales made to the wr 
people may cost the company a great deal of mo^^^^ 
through loss of merchandise and the increased co7-' 
of collecting from delinquent accounts. ? 

Securing Better Results from Sales. It is impo^' 
tant to analyze the entire sale: cost of goods, seUiiia 
expense, and profit. By comparing the results of 
various salesmen, valuable data may be securei 
Only in this way can the company know which are 
the most profitable territories and items. A sales, 
man may produce a large dollar volume of sales 
by selling the popular numbers that have a low 
profit rate. Another may sell less in dollars yet he 
may be securing sales in the high- profit-making line. 

If an analysis of items sold is made on a dollar 
basis for comparable territories, some lines in i 
certain district may be discontinued for failure to 
produce profits equal to the effort made to sell the 
goods there. On the other hand, good territories may: 
stand out and possibilities for further sales effort 
may be revealed. It may be found necessary to in- 
crease advertising in order to produce a greater vol. 
ume of sales and profits in a given area. 

It is important also for the Sales Department to 
reduce to a miiiimum the returned orders. 

Policy must be established relative to the return of. 
goods and allowances agreed upon. Handling of the 
returned merchandise must be planned for future 
sales to customers, depending upon the proper dis- 
position of the returns of all or part of an order. 
In retail stores it is impossible to eliminate the return 
of merchandise. These returns are very troublesome. 
They must be put in shape for resale and again be 
delivered. The goods are put in stock usually at a 
mark-down and this adds to the selling price of the 
other merchandise. ^ 
Some establishments set a time limit for the re- 
turn of merchandise. Meetings of Credit Managen, 
Sales Managers, and the executives of the store de- 
termine the cause of returned goods and eliminate 
the chief cause of complaint. 

Sales Department Records. Customers may in- 
quire as to the status of their orders. When is ship- 
ment to be expected? Are new lines in progress is 
the shape of die package being altered? Inf^rmaUm^^ 
must be available to answer these and other ques- . 
tions that may arise. 

Sales quotas are set up in advance. Each saies: 
man is given a goal to meet for his territory ov a . 
certain period. This requires forecasting since lU 
inadvisable to set a goal in excess of sales poss^^^ 
ties. Then comparison must be ^ladc between actual - 
sales and the quota. Reasons for differences nu^ 
be understood and the quotas adjusted up or : 

Records are accumulated concerning men 
expense accounts. The wasteful salesman must d , 
apprehended and educated to the results of sucn c%. 

''TheTc^counting records will ^^f^f ^ 
nent data. The accounts-receivable ledger w U g_ . 
information relative to the status of sales to - 
tomers, collections, and outstanding accounts. 
.HHUinn. .ales" mav be analyzed by commodiUes,^ 
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The cost of making sales will be compiled in the 
proper books of account. 

Routine Handling of the Sales Order. When a 
painter enters a store and buys a one-gallon can of 
paint there is no clerical difficulty. A slip may be 
made out, the paint handed over the counter, pay- 
ment made, and the sale is closed. 

If the painter is a contractor he might order loo 
gallons of paint of different colors. He might place 
the order in person but this would be unlikely. The 
painter most likely would be busy and would mail the 
order, telephone, or place his order with a sales- 
man. 

When an order comes in by phone the Sales De- 
partment receives it. An order clerk in the depart- 
ment makes a copy of the order in triplicate or as 
many copies as are necessary. The order has a 
number on it, the date, customer's name and address, 
terms of the sale, quantity and price of the- merchan- 
dise, and the clerk's signature. 

When salesmen canvas the city and obtain orders, 
they bring them in at the end of the day. The sales- 
men have order books and make several copies of 
the order. The original is held by the customer, and 
the duplicate with the customer's signature is 
brought to the Sales Manager, who inspects it and 
turns it over to the sales order clerk. The clerk then 
prepares multiple copies for house purposes. 

The mail brings orders from salesmen on the 
road. A mail clerk opens the mail and stamps the 
date and time of receipt. The mail is then sent to 
the Sales Department where a sales order clerk puts 
a number on the order and records the order in a 
Sales Order Register. This is done to prevent loss 
of the order in the event of carelessness or accident. 

The order is examined carefully for correct cus- 
tomer's name and address, terms, method of ship- 
ment desired, salesman's name, description of mer- 
chandise, prices, and extensions. This inspection 
prevents incorrect billing later on. Correspondence 
does not go astray because a name is illegible or an 
address is blurred. 

The next step is to have the Credit Department 
pass on the customer's credit rating. If it is ap- 
proved, the order is returned to the order clerk and 
house order copies are prepared. 
^ A typewriter may be used for carbon copies but if 
many copies are needed a billing machine may be 
•used. The number of copies depends upon the de- 
'partments of the company. The stockroom needs a 
•copy in order to fill the order. If there are several 
: items needed, each stock section would require a 
.copy. The shipping room needs a copy for the pur- 
sPose of filling out the Bills of Lading and comparing 
-^the shipment with the order. The billing clerk needs 
{a copy in order to prepare the proper bill as soon 
;as the order is ready to go out. A manufacturing 
^department may need a copy of the order so as to 
^prepare the material for a definite date. A copy is 
iJ^ept for the Unfilled Orders File in the Sales De- 
partment. 

..By preparing multiple copies much time may be 
saved. Each department proceeds to do its work 
:Vwthout having to wait for the other department. 
/While the stock clerk in one section is filling his part 
Qf the order, other stock clerks do not have to wait 
m instructions. A copy of the order tells them what 
,pse is needed. Bill of Lading may be prepared ready 
accompany the shipment the moment it is ready. 



Another factor governing the preparation of the 
number of copies is coricerned with the analysis of 
the order. A clerk analyzes each .order to see 
whether the. merchandise ordered is available, 
whether it must be manufactured by the company, 
or can be bought outside. If the goods are in stock, 
the order may be filled from stock. If the merchan- 
dise is not in stock, the Purchasing Department will 
have to be notified, and if the goods are to be manu- 
factured the factory must be informed. Orders go 
only to the departments directly involved; -hence it 
is necessary to analyze the order in advance to de- 
termine how many copies will be needed. 

In filling the order from stock, complications may 
arise. Many items may be involved and several sec- 
tions of the stockroom. The various articles of mer- 
chandise should be assembled in one place and 
brought out of the stockroom as one unit. 

The packing list has been prepared in advance as 
one of the multiple copies of the order. This is in 
accordance with order routing as planned by the 
Sales Department. Each article is packed in the 
proper manner and checked on the packing list. The 
list is then enclosed in the package. 

The Traffic Department handles the actual ship- 
ping end of the routine. This involves marking the 
package properly and filling out shipping documents 
such as Bills of Lading or express receipts. If sent by 
mail, correct postage must be affixed. The merchan- 
dise is then dispatched. 

The Accounting Department is then notified that 
the order has been shipped. The bill is checked with 
the Traffic Department copy and the customer's ac- 
count charged with the amount of the sale. If the 
bill is paid, the Accounting Department credits the 
customer's account. If it is not paid, the Collection 
Department receives a copy of the bill for action. 

To summarize the steps in filling an order: When 
the order comes in, an order clerk in the Sales De- 
partment will record the order in a Sales Order 
Register listing all the essential facts. 

Next, the Credit Department receives the order 
for approval or disapproval. If it is approved, a 
clerk in the Sales Department analyzes it to see 
whether it can be filled from goods in the stockroom 
or if they must be processed in the factory or pur- 
chased outside. 

If it can be filled from stock, copies of the order 
that apply to that particular depastment are sent 
there. Other departments also receive copies of the 
order. The original goes to the Traffic Department 
for shipping. A duplicate is filed in the Unfilled 
Orders File of the Sales Department. A third copy 
is sent to the Accounting Department, while a 
fourth may be used for the Purchasing Department 
files. 

The stockroom fills the order and sends it on to 
the Traffic Department for shipment. When the 
order has been shipped, the Traffic Department 
sends its copy back to the Sales Department to- 
gether with the shipping documents. The bill is 
compared with the original order and the unfilled- 
order form is filed with the filled order. 

Sales Adjustments 

Adjustment Department. It is practically impos- 
sible to eliminate all returns of goods by customers. 
It has been estimated that approximately 12% of 
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gross sales in the retail trade is returned by dis- 
satisfied purchasers. The estimate is somewhat lower 
for the return of manufactured products but is still 
high enough to affect the cost of marketing. The 
Adjustment Department which handles these re- 
turned goods usually is under the supervision of the 
Sales Manager since adjustments are an extension 
of the duties of his department. 

In addition to handling returned goods, the Ad- 
justment Department frequentiy receives other com- 
plaints, such as non-delivery of goods or delayed 
shipments. In such cases, it will forward the matter 
to the proper department. Complaints about delivery 
would properly be forwarded to the Traffic Depart- 
ment. 

The Adjustment Department, which is sometimes 
called the Claims Department, also handles various 
other claims made by customers. 

Handling Returned Merchandise. Customers re- 
turn goods for a host of reasons. The sizes may be 
improperly marked. Goods may have been damaged 
during transportation to the addressee. The quality 
may have been misrepresented. The customer may 
have been oversold. When slow-moving stock is 
cleared to make room for new merchandise, there 
is the danger that the customer will feel that he has 
been cheated since his merchandise has been super- 
seded by new designs or fashions. Delivery may have 
been delayed, causing inconvenience to the customer. 

Each article returned by the customer must be in- 
spected by persons trained to know their merchan- 
dise. The condition of the goods returned must be 
noted so that defects in quality may be detected 
and ehminated. These returns hurt goodwill and 
also profits on the sale of merchandise. 

Since goodwill is a very important asset to any 
concern, the customer must be kept in a happy state 
of mind. For this reason, merchandise is usually ac- 
cepted for return even though the adjustment clerk 
may personally feel that the return is unjustified. 
The person in authority who approves the retum^ is 
merely carrying out the company policy of main- 
taining proper public relations. 

In retail stores, the clerk at the adjustment counter 
will receive the goods directly from the customer. 
After a careful examination, the goods will be 
accepted and a credit shp issued. This slip may 
be exchanged for other merchandise or cash. 

The duplicate of the credit slip or credit memo- 
randum is given to the customer. The original is 
kept for bookkeeping records. If the goods have 
been sold on credit, the necessary bookkeeping entry 
must be made giving the customer credit for the re- 
turn. The merchandise is then returned to the stock- 
room for restocking or other disposition. 

The Traffic Department may be called upon to 
pick up and return to the store merchandise not 
brought in by the customer. The Receiving Clerk 
will then have to make a record of the receipt of the 
goods on a Receiving Ticket. The Bookkeeping 
Department mails a credit memorandum to the 
customer after securing details from the Receiving 
Ticket. 

The return of merchandise can be lessened by 
more careful packing to prevent delivery damage, 
arid by selling the customer what he wants^ in proper 
quantity and quality. When merchandise is re- 
turned due to defective quality,^ that is the fault of 
poor merchandising and correction should be made. 
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Advertising. Sales are made through effective ad 
vertising as the public comes to recognize a product 
through successful advertising campaigns. This ad- 
vertising takes many forms. Newspapers, magazines" 
circulars, catalogues, and house organs are some of 
the means available. Copy has to be prepared and 
lay-outs arranged. The entire campaign may be 
taken over by an outside advertising agency if the 
company is not prepared to handle its own adver- 
tising. 

Once the material is ready for insertion, the type 
of publication, the amount of space, the succession 
of insertions must be decided. After the contract has 
been let, advertisements must be followed up to 
discover the results. 

Allied with the advertising work is sales promo- 
tion. Here the aim is to keep the product before the 
public by means of counter displays, posters, signs, 
and radio programs. 

Sales may be made through the mails. As a re- 
sult of advertisements, prospects frequently write m. 
A sales-letter campaign may be launched and people 
will order as a direct result of these letters. 

Advertising actually influences customers to buy. 
It stresses the company's name and fixes it in the 
public mind by effective slogans or changes in old 
ones. If a line is well-known, larger sales are made 
possible and, with increased sales, prices may be 
lowered to increase sales still further. 

Gathering Data for Sales Promotions. There are 
many, methods of gathering possible sales data. The 
Sales Department will try to find out why people 
will buy certain items, how much they are willing to 
spend, and where and when they will buy. 

Questionnaires may be sent out to a certain income 
group asking whether they like a certain product 
If not, of what do they disapprove? - Prizes may be 
offered for the best suggestions. 

Past sales records of the. merchandise may reveal 
essential information. Salesmen may note likes and 
dislikes. Complaints about faulty mechanism maybe 
noted. Engineers may discover that a common defi- 
ciency is prevalent in a particular product. Every bit 
of information bearing on what the pubUc wants is 
of vital interest to the Sales Department. 

THE TRAFFIC DEPARTMENT 
The Organization of the Traffic Department 

Large organizations find that it is necessary to 
have a separate department to handle all matters 
pertaining to the transportation of goods. 

The Traffic Department either transports goods 
to their destination or arranges for such transport. 
It also transports goods addressed to the company 
or arranges for their delivery by an outside agency. • 
It is charged with the responsibility for the delivery 
and receipt of all shipments. 

In the scope of the Traffic Department's activities 
are such duties as the checking of bills for freight, 
the filing of claims for goods lost or damaged, and 
the checking of storage bills presented by railroads 
as demurrage charges. The Traffic Department de- 
cides what type of packing will permit shipment a 
the lowest possible freight rate where speed is noi 
essential. 
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Afier packing, the Traffic Department indicates 
the shipping directions and the route to be followed. 
If the shipment is delayed in transit, this department 
investigates the delay. 

The Traffic Department prepares rate tables for 
Sales Department use. If goods must be hauled 
from the railroad yards to the receiving room, trans- 
portation must be provided by this department. 
When the Purchasing Department requests the status 
of goods ordered and shipped, the Traffic 'Depart- 
ment must be able to. locate the shipment. 

The Traffic Department is important and must 
be operated efficiently by trained personnel. The 
entire organization depends upon this department to 
provide the means of transporting raw materials, 
heavy machinery, or finished goods. 

The Traffic Manager. The Traffic Manager's aim 
is to provide better and cheaper service for his com- 
pany. He must be aware of the rules and regulations 
of carriers and the Interstate Commerce Commis- 
sion. He keeps files of freight rates and he prepares 
petidons for lower freight rates for the goods packed 
and shipped by his company. 
The Traffic Manager supervises the shipping divi- 
t sion to see that all carrier regulations pertaining to 
the packing, shipping, and routing of shipments are 
observed. He must devise means of auditing trans- 
portation bills to prevent overcharge. 

Cooperation with Other Departments. The Traf- 
fic Department cooperates with the Sales Depart- 
,v ment, informing it of the best sales territories. By 
C;. analyzing rate adjustments from the home office or 
factory shipping point to the proposed sales terri- 
K tories comparison may be made with competitive 
shipping sources to the same territories. If the com- 
rf; , pany has a freight advantage over a competitor, then 
J that .company's selling price will be more attractive 
f:* to customers. 

The Traffic Department helps the Sales Depart- 
iTient by furnishing rate charts for the salesmen when 
1/' goods are sold F. O. B. home office or factory. The 
salesmen are then in a position to quote the cost of 
^ the merchandise plus shipping charges. 
^- The Traffic Department notifies the Sales Depart- 
jl.ment of changes in rates. When an unfavorable terri- 
tory becomes an attractive one, the Sales Depart- 
lyment will have knowledge of the fact and proceed 
"'- to develop the territory. 

\ . The department also helps to build goodwill for 
the company by providing prompt delivery of goods 
/to the customer. It may, if conducted properly, 
''S;:notify the consignee of the date the shipment is 
l^'going forward. This prepares the customer to receive 
^J;the shipment. 

%The Functions of the Traffic Department 

1?^ Checking Freight Bills. The Traffic Department 
^^amines bills submitted for transporting goods to 
,.^pr from the company. The rate charged is scrutinized 
|carefully for accuracy. 

II^The weight of the shipment is checked since mis- 
calculation of weight may result in excessive charges, 
^ne entire bill is then rechecked to make certain 
the many items listed thereon have been com- 
;Ruted correctly. 

^^^Tracing Freight Shipments. When goods fail to 
IrT^^' the Traffic Manager addresses the carriers and 
to find shipments delayed. The carrier has 



records of the movement of shipments through con- 
necting carriers so that eventually disposition of the 
shipment will be traced to its destination or present 
location. 

When the goods are long overdue a tracer is sent 
out. If the shipment fails to arrive^ a claim for loss 
is filed against the responsible carriers. The filing 
of the claim should not be unduly delayed as the 
Uniform Domestic Bill of Lading provides that 
claims for loss of a shipment must be filed within 
six months after a reasonable time for delivery has 
elapsed. If tracing is delayed, the owner of the 
goods will suffer the loss. 

Data for a tracer may be obtained from the 
Memorandum copy of the Bill of Lading filed at the 
time of shipment. The Traffic Department notifies 
the consignee of the details of the shipment. If the 
shipment does not arrive, the consignee is requested 
to inform the shipper so that a tracer can be sent out. 

The shipper then notifies by mail carriers along 
the route indicated on the Bill of Lading. Each agent 
fills in the form presented, indicating the location 
of the shipment when under his control. An effec- 
tive system of tracing will make provision for aban- 
doning the search as the time limit approaches for 
filing loss claims. 

Claims for Damaged Goods. When goods arrive 
from the freight yards in damaged condition, the 
Traffic Department must file a claim for the amount 
of the damage to the goods. Merchandise is fre- 
quently damaged while in transit and settlement of 
claims for this cause is a normal procedure. The 
Traffic Manager must be able to determine the 
amount of the damage and secure a fair settlement • 
for his company. 

Checking Bills for Storage. When a shipment 
arrives in the freight yards, it must be removed 
within 48 hours or a charge for storage is made. 
This demurrage charge is imposed in order to keep 
railroad cars moving and the freight yards clear. 

Large companies build ."spurs" from the railroad 
to the company to expedite deliveries and avoid 
demurrage charges. The duty of the Traffic De- 
partment is to keep records of the arrival, loading, 
or unloading of freight cars, and the dates of notifica- 
tion to the railroad that the shipment has been 
cleared. In this way, there can be no disputes as to 
the validity of demurrage charges. 

Packing Goods. The shipping room is the center 
to which assembled orders are brought. The shipping 
clerk checks the materials against his copy of the 
Sales Order. Packing is then in order. Usually, a 
Packing Slip is inserted before packing. This is for 
the convenience of the customer and it also acts as a 
check on the shipping clerk. 

When goods are packed properly, the freight classi- 
fication may be in the favor of the shipper and the 
cost of shipping will be lower because the risk of 
loss is reduced. The type of boxing desired is indi- 
cated by the Freight Tariff Guide, the carriers, and 
the manufacturers of containers. 

The careful preparation of a shipment pays divi- 
dends. The carrier has less damaged goods in tran- 
sit and the customer is satisfied. When the goods 
arrive broken, he must go through unnecessary trou- 
ble to report the damage and make claim. The 
goods are not available for sale and ill will is engen- 
dered. It is more profitable to pack properly and 
create good ' will. 
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